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ANNUAL REPORT 
LUCKY STORES, INC. 


REVIEW OF THE YEAR IN 



1963 

SALES 

$257,072,966 

EARNINGS 

6,720,180 

(Before Taxes on Income) 


NET EARNINGS 

3,150,180 

EARNINGS 

1.41 


(Per Share Common Stock) 


BRIEF 

1962 

$232,448,971 

5.728.910 

2.728.910 
1.24* 


Adjusted for 3% Stock Dividend paid May, 1963 




DIRECTORS 


*Gerald A. Awes 
President 

‘Douglas Day 

Retired. Formerly Vice Pres¬ 
ident of Lucky Stores, Inc. 

A. I. Diepenbrock 
Senior Partner of Devlin, 
Diepenbrock, Wulff and 
Plant, Sacramento, Calif. 

‘William H. Dyer, Jr. 

Executive Vice President 

*F. A. Ferroggiaro (Chairman) 
Retired. Formerly Chairman 
of the Board of Bank of 
America. 


‘Executive Committee Member 


Richard E. Hambrook 
Retired. Formerly Executive 
Vice President of The Pacific 
Telephone and Telegraph 
Company. 

Ivan Owen 

Vice President, Secretary- 
Treasurer. 

‘Henry S. Parsons 

Retired. Formerly Vice Pres¬ 
ident of W. R. Grace & Co. 

Frank S. Richards 
Senior Partner of Donahue, 
Richards and Gallagher, 
Oakland, California. 

Dwight E. Stanford 
Senior Partner of Stanford 
and McDonough, San Diego, 
California. 


OFFICERS 


Gerald A. Awes 
President 

William H. Dyer, Jr. 
Executive Vice President 

Richard C. Biagi 
Vice President 

Wayne H. Fisher, Jr. 

Vice President 

Lawrence J. Ghiglione 
Vice President 

Ivan Owen 
Vice President, 
Secretary-Treasurer 


Dudley G. Richardson 
Vice President 

Lloyd W. Smith 
Vice President 

James L. Stell 
Vice President 

Henry Edwards 
Assistant Treasurer 

Harold B. Johnson 
Assistant Secretary 

Anthony T. Kiernan 
Assistant Secretary 


TRANSFER AGENTS • REGISTRAR 

COMMON STOCK 


Bank of America N.T. & S.A. 
300 Montgomery Street 
San Francisco, California 

The Marine Midland 
Trust Company 
New York, N. Y. 


United California Bank 
405 Montgomery Street 
San Francisco, California 

Manufacturers Hanover 
Trust Company 
New York, N. Y. 


COUNSEL 

Donahue, Richards and Gallagher 
1417 Central Building 
Oakland, California. 


EXECUTIVE OFFICES: 1701 Marina Blvd., San Leandro, Calif. 


COMMON SHARES OFLUCKY STORES 
NOW LISTED ON THE NEW TORN 
AND PACIFIC COAST EXCHANGES 


Early in January, 1964, the Common Stock of Lucky Stores, 
Inc., was listed on both the New York and the Pacific Coast 
Stock Exchanges. Formerly traded over-the-counter the stock 
was assigned the ticker symbol LKS. With this action, 
2,282,485 shares of Lucky’s common stock was listed by 
the Exchanges. 

With more than 19,000 shareholders in all 50 states as well 
as overseas, listing on the Exchanges is an important mile¬ 
stone in the growth of your company. Present and potential 
shareholders will have immediate access to a broad, closely- 
regulated auction market in which to carry out their invest¬ 
ment decisions. 

In order to qualify for listing, Lucky Stores, Inc., met a 
series of strict Exchange requirements and has joined the 
foremost corporations of the United States on the boards of 
the New York and Pacific Coast Stock Exchanges. 

(PICTURED ABOVE) Shown during ceremonies on the trad¬ 
ing floor of the New York Stock Exchange are (1 to r): Phillip 
L. West, Vice President of the Exchange; F. A. Ferroggiaro 
and Gerald A. Awes, Chairman and President, respectively, 
of Lucky Stores; and William de Rliam, Jr., of John Ruther¬ 
ford & Co., specialist in the stock. 



SALES AND EARNINGS 

New highs were attained in sales and earnings in 
1963. Earnings amounted to $3,150,180 or $1.41 
per share — a 15.4 per cent increase over the 
$2,728,910 or $1.24 per share earned in 1962 
(after adjustment for a three per cent stock divi¬ 
dend). Sales amounted to $257,072,966 — an 
increase of 10.6 per cent over 1962 sales of 
$232,448,971. 

In 1963, quarterly dividends of 20 cents per 
share of common stock were paid February 15, 
May 15, August 15, and November 15. In addition, 
a three per cent stock dividend was paid May 15. 

On January 2, 1964, your Board of Directors 
declared a three per cent stock dividend, payable 
June 8, 1964 to shareholders of record April 24, 


Our cash position is sound. Internally generated 
funds through earnings and depreciation will ade¬ 
quately fulfill our requirements for projected 
expansion. 

Our total outstanding preferred stock, with an 
aggregate par value of $1,000,000, was retired in 
November, 1963. 


Capital expenditures during the year for plant 
equipment and store fixtures amounted to approx¬ 
imately $3,754,000 (excluding assets of Foodland, 
Inc. at date of acquisition). Of this amount, 
$1,500,000 was invested in new stores and about 
$2,254,000 in remodeling and modernizing exist¬ 
ing, older stores. 

We record accelerated depreciation for account¬ 
ing as well as for income tax purposes. The invest¬ 
ment credit provided for in the Revenue Act of 
1962 reduced our income tax liability by about 
$245,000. Following the more conservative account¬ 
ing approach initiated in 1962, this reduction has 
been deferred and is being taken into income over 
the useful life of the related properties. 

GENERAL 

At the end of 1963 we had 144 stores in opera¬ 
tion. During the year we opened nine new stores, 
purchased five stores, and closed eleven—a net 
gain of three. Of these openings, one was a 110,000 
sq. ft. Gemco membership department store, opened 

in San Jose, California in October-our fourth 

Gemco. In 1964 we will open an additional three 
large Gemco units and eight Lucky supermarkets. 




















































Our projected growth is 10 to 15 percent per year, 
which our people and facilities are well able to 
handle. 

Through greater utilization of data processing 
and machine accounting, we have been able to ef¬ 
fect considerable savings in our new Buena Park, 
California warehouse and office, as well as in our 
San Leandro plant. Our first full year of operation 
at Buena Park has been very successful and has 
rendered a real service to our stores in the Southern 
Region. Our expanded warehouse in San Leandro 
adequately serves our stores in Northern California. 

We are gratified with the increasing capabilities 
of Lucky’s management team. Our many fine peo¬ 
ple recognize the importance of developing capable 
assistants, enabling our organization to expand and 
to staff our stores with competent personnel to 
better serve our customers. We are grateful to our 
fellow employees for their important contributions 
to Lucky’s progress. 

On behalf of our employees, we wish to express 
appreciation to our shareholders for their confi¬ 
dence and to our Board of Directors for their 
guidance and counsel. 


JjuI 4-5- 


Fred A. Ferroggiaro 
Chairman of the Board 
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Gerald A. Awes 
President 
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1963 

.7611 Manufacturers, Producers, Suppliers 

.1207 Wages and Other Employee Benefits 

.0605 Rent, Advertising, Supplies, Other 

.0179 Depreciation and Repairs 

.0275 Taxes 

.0069 Cash Dividends Paid 

.0054 Retained in the Business 


$1.00 TOTAL 






































LUCKY STORES, INC. 
BALANCE SHEET 


December 29 
1963 

(Consolidated) 


ASSETS 

Current assets: 

Cash . $ 5,408,436 

Short-term securities, at cost, plus accrued interest (approximates market) . . . 

Accounts receivable. 1,603,457 

Inventories, at cost or market, whichever is lower: 

Merchandise . 17,681,100 

Supplies and wrapping materials . 404,012 

Unexpired insurance premiums, prepaid taxes and rents . 1,113,910 

Store and warehouse properties held for sale and leaseback (Note 1) . 3,728,385 

Total current assets . 29,939,300 

Investments and long-term receivables, at cost (Note 1) . 519,541 

Property, plant and equipment, at cost, 

less accumulated depreciation and amortization (Note 2) . 19,044,132 

Deferred charges . 434,357 


$49,937,330 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current liabilities: 

Notes payable—instalments due within one year (Note 3) . $ 92,225 

Accounts payable . 13,836,772 

Accrued wages, taxes (except federal income taxes), insurance, rent, etc. . . . 3,306,607 

Estimated federal income taxes . 2,439,116 

Total current liabilities . 19,674,720 

Notes payable—instalments due after one year (Note 3) . 7,248,831 

Deferred federal income taxes . 495,141 

27,418,692 


Stockholders’ equity: 

Preferred stock, authorized 100,000 shares, par value $50 per share: 

Shares outstanding, December 30 1962—20,000 First Series 5% cumulative . . 


Common stock, authorized 5,000,000 shares, par value $1.25 per share (Note 4): 

Shares outstanding, December 29 1963—2,203,038; December 30 1962—2,092,568 2,753,798 

Capital in excess of par value of capital stock outstanding (Note 6). 9,504,096 

Earnings retained for use in the business, per accompanying statement (Note 3) . . 10,260,744 


22,518,638 

$49,937,330 


December 30 
1962 


$ 4,202,773 
399,900 
2,112,344 

15,885,018 

411,611 

869,885 

4,773,979 

28,655,510 

534,990 

17,946,077 

449,483 

$47,586,060 


$ 89,086 

13,506,487 
3,048,033 
1,945,216 
18,588,822 

7,341,124 

290,000 

26,219,946 


1 , 000,000 

2,615,710 

7,668,454 

10,081,950 

21,366,114 

$47,586,060 










































LUCKY STORES, INC. 
STATEMENT OF EARNINGS 


Fiscal Year Ended 


December 29 December 30 
1963 1962 

(Consolidated) 


Sales and other operating revenues. $257,072,966 $232,448,971 

Cost of goods sold. 199,734,389 180,382,449 

57,338,577 52,066,522 

Selling, general and administrative expenses. 47,148,131 43,415,552 

Provision for depreciation and amortization. 3,205,507 2,698,926 

Interest expense. 404,725 411,168 

50,758,363 46,525,646 

6 580,214 5,540,876 

Dividend and interest income. 139,966 188,034 

6,720,180 5,728,910 

Estimated federal income taxes (including $245,000 in 1963 and $290,000 in 1962 

deferred to future years). 3,570,000 3,000,000 

Net earnings. 3,150,180 2,728,910 

Earnings retained for use in the business, beginning of period. 10,081,950 10,209,227 

13,232,130 12,938,137 

Dividends declared: 

Preferred stock—$2,285 per share in 1963 and $2.50 per share in 1962 .... 45,694 50,000 

Common stock: 

In cash—$.80 per share. 1,725,096 1,648,745 

In common stock—3%. 1,150,596 1,157,442 

Redemption premium on First Series 5% cumulative preferred stock. 50,000 

2,971,386 ~2,856,187 

Earnings retained for use in the business, end of period (Note 3) $10,260,744 $10,081,950 


LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 
NOTE 1—Basis of preparation of statements: 

(a) In April 1963, 37,000 shares of Lucky Stores, Inc. common stock were issued in 
exchange for all of the outstanding capital stock of Foodland, Inc. The consolidated 
financial statements include the results of operations of Foodland, Inc. since the 
date of acquisition. 

(b) Included in investments is the $100 cost of the capital stock of Jim Dandy 
Markets, a wholly-owned unconsolidated subsidiary which owns warehouse properties 
leased to the Company. The financial position of Jim Dandy Markets at December 29 
1963 and the results of its operations for the fiscal year then ended are shown below: 


BALANCE SHEET 
DECEMBER 29 1963 


Assets 



Cash 

Property and plant, at cost (pledged 
to secure notes payable): 


$ 500 

Buildings 

$2,106,100 


Less—Accumulated depreciation 

40,408 

2,065,692 


Land 

413,900 

2,479,592 

$2,480,092 


Liabilities and Stockholder's Equity 

Accounts payable 


$ 400 

Long-term mortgage notes payable $195,350 annually, 
including principal and interest, to 1982 and 
remaining principal of $870,233 in 1983 (guar¬ 
anteed by Lucky Stores, Inc.).- 
Current portion 

$ 47,216 


Instalments due after one year 

2,439,172 

2.486,388 

Stockholder's equity: 

Common stock, $1 par value, 100 shares outstanding 100 


Deficit, per statement below 

(6,796) 

(6,6%) 

STATEMENT OF EARNINGS 
FISCAL YEAR ENDED DECEMBER 29 

1963 

$2,480,092 

Rental income 


$ 160,597 

Expenses: 

Provision for depreciation 

$ 40,408 

Interest 

126,985 

167,393 

Net loss 


($ 6.796) 

(c) Store and warehouse properties held for sale and 

leaseback at December 29 


1963 include $2,040,000 representing costs of store properties located in San Jose 
and San Diego, California. In February 1964, Red Bird Properties, Inc. (a wholly-owned 
inactive subsidiary at December 29 1963) purchased the store properties from, and 
leased them back to, the Company with the proceeds of a long-term loan of $2,114,000; 
the loan is secured by a deed of trust on the properties and is guaranteed by Lucky 
Stores, Inc. The Company does not intend to consolidate with Lucky Stores, Inc. 
the financial statements of Red Bird Properties, Inc. 


Notes continued on the next page. 




















































NOTE 2—Property, plant and equipment: 

December 29 
1963 

December 30 
1962 

Buildings 

Leasehold costs and improvements 

Fixtures and equipment 

Trucking equipment 

$ 2,897,907 
3,063,807 
24,438,942 
2,470,003 

$ 2,842,177 
2,691,686 
22,063,470 
2,229,275 

Less—Accumulated depreciation and amortization 

32,870,659 

15,099,902 

29,826,608 

13,055,152 

Land 

17,770,757 

1,273,375 

16,771,456 

1,174,621 


$19,044,132 

$17,946,077 


At December 29 1963 land and buildings costing approximately $2,318,000 are 
pledged to secure notes payable. 

Substantially all stores and certain other facilities operated by the Company are 
leased. The leases in effect at December 29 1963 provide for minimum annual 
rentals of approximately $4,530,000 (including $345,000 to be paid to wholly-owned 
unconsolidated realty subsidiaries—see Note 1) of which about $1,360,000 represents 
rental on leases expiring within fifteen years. Most of the leases also require payment 
of property taxes and insurance and provide for additional rentals if sales exceed 
specified amounts. 


NOTE a—Notes payable: 


Unsecured—5.48% notes payable in annual instalments of 
$583,000 from 1965 to 1975 and $587,000 in 1976 
Secured—Mortgage loans payable through 1973 


December 29 
1963 


$7,000,000 

341,056 

$7,341,056 


Under the provisions of the loan agreement relating to the 5.48% notes, approxi¬ 
mately $4,826,000 of earnings retained for use in the business at December 29 1963 
was not available for the payment of cash dividends. In addition, the Company must 
maintain working capital in an amount equal to the greater of (a) $7,000,000 or (b) 
one and one-quarter times the unsecured long-term indebtedness. 


NOTE 4—Incentive stock option plan: 

The following transactions have occurred during the year with respect to stock 
options outstanding under the plan: 

Common Shares 


Balance, December 30 1962 61,035 

Options granted 5,500 

Options exercised (representing options granted during years 
1958 to 1961 at prices ranging from $13.59 to $18.67 per share) (9,548) 
Options terminated (5,573) 

Adjustment for 3% stock dividend 1,680 

Balance, December 29 1963 53,094 


Options outstanding at December 29 1963 represent grants from 1959 through 
1963 at prices ranging from $12.99 to $21.77 per share (95% of the market price at 
the granting dates, as adjusted for stock dividends). Options granted are exercisable 
proportionately over a four-year period beginning two years after the granting date; 
such options expire one month after becoming exercisable. At December 29 1963 and 
December 30 1962 there were respectively 26,772 and 22,855 unoptioned shares 
available under the plan. 

NOTE 5—Retirement plan: 

The Company’s retirement plan provides for the Company to make contributions to 
a trust adequate to finance the benefits provided for in the plan on a sound actuarial 
basis. Contributions to the fund charged to earnings in 1963 amounted to $250,545. 
Unfunded past service costs under the plan at December 29 1963 were approximately 
$554,000. 

NOTE 6—Capital in excess of par value of capital stock outstanding: 


Balance, December 30 1962 $7,668,454 

Excess of market value over par value of 37,000 shares of common 
stock issued in exchange for the outstanding capital stock of 
Foodland, Inc. (Note 1) 624,375 

Excess of market value over par value of 63,922 shares of common 
stock issued as a 3% stock dividend on May 15 1963 1,070,693 

Excess of amount received over par value of 9,548 shares of com¬ 
mon stock issued under stock option plan (Note 4) 140,574 

Balance, December 29 1963 $9,504,096 


Price Waterhouse & Co. 


120 Montgomery Street 
San Francisco 4 
February 14 1964 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying statements, with the financial information 
contained in Note 1, present fairly the consolidated financial position of Lucky 
Stores, Inc. at December 29 1963 and the results of its operations for the fiscal 
year (52 weeks) then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding year. Our examina¬ 
tion of these statements was made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

Our examination also encompassed the statement of source and application 
of funds for the fiscal year ended December 29 1963, which is presented as supple¬ 
mentary financial information, and, in our opinion, that statement presents fairly 
the information shown therein. 


























EARNINGS PER SHARE COMMON STOCK 
(5) YEARS 


1963 

1.41 

1962 

1.24* 

1961 

1.12* 

I960 

1.30* 

1959 

(53 weeks) 

1.32* 


‘Adjusted for 3% Stock Dividend paid March, 
I960; February, 1961; May, 1962; May, 1963. 


EARNINGS BEFORE AND AFTER TAXES- 1000 
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OF OOLLARS 


1959 1960 1961 1962 1963 

EARNINGS BEFORE EARNINGS AFTER 

INCOME TAXES I_I INCOME TAXES 


LUCKY STORES, INC. 

STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Fiscal Year Ended 


Funds provided: 

From operations: 

Net earnings for the year. 

Expenses which did not require current cash outlay: 

Depreciation and amortization. 

Other . 

Proceeds from sales of property, plant and equipment 
Common stock issued for acquisition of Foodland, Inc. 
Common stock sold under incentive stock option plan 


Funds applied: 

Additions to property, plant and equipment (including in 1963 $1,043,000 
assigned to assets of Foodland, Inc. at date of acquisition) . . . 

Redemption of preferred stock. 

Cash dividends. 

Other . 


Net increase (decrease) in working capital . . 

Working capital: 

At end of fiscal year. 

At beginning of fiscal year. 

Net increase (decrease) in working capital . . 


December 29 
1963 

(Consolidated) 

December 30 
1962 

$ 3,150,000 

$ 2,729,000 

3,206,000 

2,699,000 

270,000 

349,000 

6,626,000 

5,777,000 

481,000 

333,000 

671,000 

153,000 

45,000 

7,931,000 

6,155,000 

4,797,000 

5,731,000 

1,050,000 

1,771,000 

1,699,000 

115,000 

92,000 

7,733,000 

7,522,000 

$ 198,000 

($ 1,367,000) 

$10,265,000 

$10,067,000 

10,067,000 

11,434,000 

$ 198,000 

($ 1,367,000) 











































































NORTHERN REGION 


SEATTLE DIVISION: 16 Stores 


BAY OPERATIONS AREA: 58 Stores 


Kent 

Mountlake Terrace 

Alameda 

Pittsburg 

Seattle (10) 

Parkland 

Antioch 

Redwood City (2) 

Berkeley (2) 

Richmond (2) 

Tacoma (3) 


Burlingame 

Concord (2) 

El Cerrito 

Fairfax 

Fremont (2) 

Salinas (2) 

San Bruno 

San Francisco (2) 

San Jose (5) 

San Leandro 

SACRAMENTO OPERATIONS AREA: 

28 Stores 

Hayward (4) 

San Mateo 

Auburn 

North Highlands (2) 

Livermore 

Fairfield 

San Pablo 

Santa Clara 

Carmichael (2) 

Placerville 

Modesto 

Santa Cruz 



Mountain View 

Santa Rosa (2) 

Citrus Heights 

Rancho Cordova 

Oakland (6) 

Stockton 

Folsom 

Sacramento (17) 

Orinda (2) 

Palo Alto (3) 

Sunnyvale 

Vallejo 

Marysville 

Yuba City 

Pinole 

Walnut Creek (2) 

GEMCO DIVISION: 4 Stores 

Anaheim 

La Puente Cupertino 

San Jose 


SOUTHERN 

REGION 


LOS ANGELES OPERATIONS AREA: 21 Stores 

SAN DIEGO OPERATION AREA: 13 Stores 

Anaheim 

Long Beach (3) 

Chula Vista 

La Mesa (2) 

Bell 

Los Angeles 

El Cajon 

Lemon Grove 

Fullerton 

Lynwood 

Escondido 

San Diego (6) 

Hermosa Beach 

Norwalk 


Inglewood (2) 

Redondo Beach 

National City 


Lakewood 

San Gabriel 



La Habra 

Torrance (2) 



La Mirada 

West Covina 

PHOENIX OPERATIONS AREA: 4 Stores 

Lomita 


Phoenix (4) 



52 Weeks 

52 Weeks 

52 Weeks 

52 Weeks 

53 Weeks 

1963 

1962 

1961 

1960 

1959 


SALES 


Total Dollar Sales 

$257,072,966 

$232,448,971 

$200,400,953 

$190,071,490 

$178,689,888 

EARNINGS 

Before Taxes on Income 

6,720,180 

5,728,910 

4,914,285 

5,991,835 

5,947,542 

Federal Taxes 

3,570,000 

3,000,000 

2,460,000 

3,170,000 

3,100,000 

Net Earnings 

3,150,180 

2,728,910 

2,454,285 

2,821,835 

2,847,542 

Earnings Per Share Common Stock* 

1.41 

1.24 

1.12 

1.30 

1.32 

DIVIDENDS 

Total Cash Dividends Paid on Preferred Stock 

45,694 

50,000 

50,000 

50,000 

50,000 

Total Cash Dividends Paid on Common Stock 

Dividends Paid Per Share on Common: 

1,725,096 

1,648,745 

1,606,189 

1,549,339 

1,505,828 

In Cash* 

.80 

.78 

.75 

.73 

.71 

In Stock 

3% 

3% 

3% 

3% 


SHAREHOLDERS 

Number of Common Shareholders of Record 

19,058 

19,075 

17,825 

17,422 

17,888 

Number of Common Shares Outstanding 

(2,203,038) 

(2,092,568) 

(2,027,956) 

(1,958,154) 

(1,888,699) 

BALANCE SHEET INFORMATION 

Current Assets 

29,939,300 

28,655,510 

24,387,622 

19,414,426 

18,599,560 

Current Liabilities 

19,674,720 

18,588,822 

12,953,813 

11,649,224 

9,994,244 

Working Capital 

10,264,580 

10,066,688 

11,433,809 

7,765,202 

8,605,316 

Long Term Debt 

Shareholders’ Equity 

7,248,831 

7,341,124 

7,377,705 

3,167,506 

3,595,451 

Preferred 


1,000,000 

1,000,000 

1,000,000 

1,000,000 

Common 

22,518,638 

20,366,114 

19,290,712 

17,971,537 

16,985,780 

STORES 

Number at Beginning of Year 

141 

135 

121 

117 

103 

Opened and/or Acquired During Year 

14 

12 

18 

16 

18 

Closed During Year 

11 

6 

4 

12 

4 

Number at End of Year 

144*** 141** 

135 

121 

117 

‘‘Including 3 Gemco Stores 
“‘Including 4 Gemco Stores 






EMPLOYEES 

Number of Employees 

5,350 

4,733 

3,916 

3,624 

3,280 


Earnings and dividends per share for years prior to 1963 have been adjusted for stock dividends paid. 



































LUCKY STORES. INC.. 


1701 MARINA BOULEVARD. SAN LEANDRO. CALIFORNIA 


